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SUBJECT: VENUE FOR TURKEY DEBT RENEGOTIATIONS 
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1. REETEL DESCRIBES APRIL 10 CONSORTIUM DISCUSSION OE 
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TURKEY'S REQUEST EOR RENEGOTIATION OE ITS OFEICIAL DEBT. 

THE US IS WILLING TO COOPERATE WITH OTHER CREDITORS TO HELP 
TURKEY ALLEVIATE ITS CURRENT DEBT PROBLEM. MOST CREDITOR 
GOVERNMENTS SEEM TO BE THINKING ALONG SIMILAR LINES IN THAT, 

AS A RULE, THEY EAVOR HOLDING RESCHEDULINGS IN CREDITOR 
CLUBS, RATHER THAN IN A CONSORTIUM. THEY RECOGNIZE, HOWEVER, 

THAT TURKEY OPPOSES STRONGLY THE IDEA OE A CREDITOR CLUB. 
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IN VIEW OF CLOSE CREDITOR CONSULTATION AND COOPERATION ON 
OVERALL TURKISH ECONOMIC PROBLEMS, WE WOULD LIKE TO HAVE 
LATEST CREDITOR COUNTRY THINKING ON THE VENUE ISSUE AS WELL 
AS THEIR REACTION TO USG THINKING AS DESCRIBED BELOW. WE 
THINK IT WOULD BE USEFUL FOR MAJOR CREDITORS TO COORDINATE 
CLOSELY ON THIS ISSUE BECAUSE OF POLITICAL SENSITIVITIES. 
REQUEST YOU CONTACT APPROPRIATE HOST GOVERNMENT OFFICIALS 
TO DISCUSS THIS MATTER AND REPORT VIEWS SOONEST. 

2. OTHER CREDITORS ARE FAMILIAR WITH USG POLICY ON MULTI- 
LATERAL DEBT RENEGOTIATION AND GENERALLY SHARE OUR VIEWS. 
THE ISSUE OF RESCHEDULING FORA HAS BEEN ONE OF THE KEY 
ELEMENTS OF THE NORTH/SOUTH DIALOGUE ON DEBT. IN THIS 
CONTEXT, LDCS HAVE CRITICIZED THE CREDITOR CLUB MECHANISM 
AND CALLED FOR THE ESTABLISHMENT OF NEW INSTITUTIONAL 
ARRANGEMENTS TO TREAT DEBT PROBLEMS. THE CREDITOR COUN- 
TRIES HAVE CONSISTENTLY REAFFIRMED THEIR BELIEF THAT THE 
CREDITOR CLUB IS THE APPROPRIATE FORUM FOR DEALING WITH 
IMMINENT DEFAULT TYPE CASES, AND HAVE EMPHASIZED THE ABI- 
LITY OF THE CREDITOR CLUB TO DEAL EFFECTIVELY WITH DEBT 
PROBLEMS OF DIFFERENT COUNTRIES. WE BELIEVE WE MUST BE 
CAREFUL NOT TO SET A PRECEDENT WHICH COULD REBOUND TO OUR 
DISADVANTAGE IN FUTURE DEBT RELIEF RENEGOTIATIONS. SINCE 
THE TURKISH RESCHEDULING OF 1965, ALL DEBT RESCHEDULINGS 
(ASIDE FROM THE UNIQUE CASES OF INDIA AND PAKISTAN) HAVE 
BEEN CHAIRED BY A CREDITOR COUNTRY, I.E., THE LONDON CLUB 
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OR THE PARIS CLUB. WE BELIEVE THE PROCEDURE OF HAVING A 
CREDITOR COUNTRY CHAIR DEBT RENEGOTIATIONS IS AN IMPORTANT 
ONE. A CONSORTIUM RESCHEDULING BLURS THE DISTINCTION 
BETWEEN CREDITOR POLICIES COVERING ECONOMIC ASSISTANCE AND 
THOSE COVERING DEBT RELIEF. THE TURKISH SITUATION IS 
CLEARLY ONE WHERE A RESCHEDULING APPEARS JUSTIFIED AND 
SHOULD BE ADDRESSED WITH THAT THOUGHT IN MIND. 

3. THE USG PREFERENCE IS FOR A CREDITOR CLUB FOR TURKEY. 

WE RECOGNIZE, HOWEVER, THE POLITICAL DIFFICULTIES POSED BY 
TURKEY'S INSISTENCE ON THE OECD VENUE. IN THIS CONTEXT, 

WE ARE LOOKING AT AN ALTERNATIVE WAY OF APPROACHING THIS 
ISSUE SO AS TO APPEAR RESPONSIVE TO THE GOT'S VIEWS. ONE 
IDEA THAT OCCURS TO US, AS IT HAS TO SOME OTHER CREDITORS, 
WOULD BE TO HAVE THE NEGOTIATIONS TAKE PLACE IN AN AD HOC 
SUB-GROUP OF THE OECD CONSORTIUM USING THE CRITERIA AND 
PROCEDURES OF THE TRADITIONAL CREDITOR CLUB. SPECIFICALLY, 

A REPRESENTATIVE OF A CREDITOR COUNTRY (RATHER THAN THE 
OECD CONSORTIUM SECRETARIAT) WOULD CHAIR THE MEETING, AND 
THE MEETING WOULD FUNCTION AS IT WOULD IN A REGULAR 
CREDITOR CLUB EXERCISE. TO UNDERSCORE THE SEPARATE CHARAC- 
TER OF THE SUB-GROUP WE SUGGEST IT MIGHT MEET AT A TIME 
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WHEN THE FULL CONSORTIUM IS NOT SCHEDULED. WE ALSO BELIEVE 
IT IS IMPORTANT THROUGHOUT THE DEBT RENEGOTIATION 
PROCESS TO CONTINUE EMPHASIZING THE SEPARATE CHARACTER OF 
THE SUB-GROUP AS DISTINCT FROM THE FULL CONSORTIUM. 

4. GIVEN TURKEY'S EMPHASIS ON AN OECD CONSORTIUM ROLE, THE 
SECRETARIAT COULD FUNCTION AS TURKEY'S OFFICIAL ADVISOR 
THROUGHOUT THE RENEGOTIATION PROCESS. THE CONSORTIUM 
SECRETARIAT WOULD, INTER ALIA, ADVISE ON THE MERITS OF 
ALTERNATIVE RESCHEDULING PROPOSALS, RECOMMEND MEASURES TO 

MANAGE MORE EEFECTIVELY EXISTING DEBT, AND GUIDE TURKEY 
THROUGH THE PROCEDURES NECESSARY FOR CONCLUDING BILATERAL 
IMPLEMENTING AGREEMENTS AND AGREEMENTS WITH PRIVATE 
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CREDITORS. 

5. THE USG IS FLEXIBLE AS TO WHICH CREDITOR COUNTRY 
REPRESENTATIVE SHOULD CHAIR THE TYPE OF MEETING WE ENVISION. 
WE APPRECIATE THAT THE PARIS LOCALE AND THE PARIS CLUB 
PRECEDENT PRESENT STRONG ARGUMENTS FOR FRENCH CHAIRMANSHIP. 
AT THE SAME TIME, WE COULD SUPPORT A FRENCH CHAIRMAN OR 
WHATEVER CREDITOR COUNTRY CHAIRMAN RECEIVES EC COUNTRY 
SUPPORT. 

6. THE USG BELIEVES IT WOULD BE USEEUL FOR MAJOR CREDITOR 
COUNTRIES TO MEET INFORMALLY ON APRIL 27, ONE DAY PRIOR TO 
SCHEDULED APRIL 28 CONSORTIUM MEETING IN ORDER TO COORDINATE 
STRATEGY FOR THE MEETING. 

7. EOR ANKARA: ONCE WE REACH AGREEMENT WITH OTHER CREDI- 
TORS ON PROCEDURES WE EXPECT TO FOLLOW, WE WILL PROVIDE 
EMBASSY WITH TALKING POINTS EOR DISCUSSIONS WITH THE GOT. 
CHRISTOPHER 
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PASS USOECD 

E.O. 11652: CDS 
TAGS: EFIN, OECD, TU 

SUBJECT: VENUE FOR TURKEY DEBT RENEGOTIATIONS 

REFERENCE: PARIS 11917 

1. REFTEL DESCRIBES APRIL 10 CONSORTIUM DISCUSSION OF 
TURKEY'S REQUEST FOR RENEGOTIATION OF ITS OFFICIAL DEBT. 

THE US IS WILLING TO COOPERATE WITH OTHER CREDITORS TO HELP 
TURKEY ALLEVIATE ITS CURRENT DEBT PROBLEM. MOST CREDITOR 
GOVERNMENTS SEEM TO BE THINKING ALONG SIMILAR LINES IN THAT, 
AS A RULE, THEY FAVOR HOLDING RESCHEDULINGS IN CREDITOR 
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CLUBS, RATHER THAN IN A CONSORTIUM. THEY RECOGNIZE, HOWEVER, 
THAT TURKEY OPPOSES STRONGLY THE IDEA OF A CREDITOR CLUB. 

IN VIEW OF CLOSE CREDITOR CONSULTATION AND COOPERATION ON 
OVERALL TURKISH ECONOMIC PROBLEMS, WE WOULD LIKE TO HAVE 
LATEST CREDITOR COUNTRY THINKING ON THE VENUE ISSUE AS WELL 
AS THEIR REACTION TO USG THINKING AS DESCRIBED BELOW. WE 
THINK IT WOULD BE USEFUL FOR MAJOR CREDITORS TO COORDINATE 
CLOSELY ON THIS ISSUE BECAUSE OF POLITICAL SENSITIVITIES. 
REQUEST YOU CONTACT APPROPRIATE HOST GOVERNMENT OFFICIALS 
TO DISCUSS THIS MATTER AND REPORT VIEWS SOONEST. 

2. OTHER CREDITORS ARE FAMILIAR WITH USG POLICY ON MULTI- 
LATERAL DEBT RENEGOTIATION AND GENERALLY SHARE OUR VIEWS. 
THE ISSUE OF RESCHEDULING FORA HAS BEEN ONE OF THE KEY 
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ELEMENTS OE THE NORTH/SOUTH DIALOGUE ON DEBT. IN THIS 
CONTEXT, LDCS HAVE CRITICIZED THE CREDITOR CLUB MECHANISM 
AND CALLED EOR THE ESTABLISHMENT OE NEW INSTITUTIONAL 
ARRANGEMENTS TO TREAT DEBT PROBTEMS. THE CREDITOR COUN- 
TRIES HAVE CONSISTENTLY REAFFIRMED THEIR BELIEF THAT THE 
CREDITOR CLUB IS THE APPROPRIATE EORUM FOR DEALING WITH 
IMMINENT DEEAULT TYPE CASES, AND HAVE EMPHASIZED THE ABI- 
LITY OE THE CREDITOR CLUB TO DEAL EEEECTIVELY WITH DEBT 
PROBLEMS OE DIEEERENT COUNTRIES. WE BELIEVE WE MUST BE 
CAREEUL NOT TO SET A PRECEDENT WHICH COULD REBOUND TO OUR 
DISADVANTAGE IN FUTURE DEBT RELIEF RENEGOTIATIONS. SINCE 
THE TURKISH RESCHEDULING OE 1965, ALL DEBT RESCHEDULINGS 
(ASIDE FROM THE UNIQUE CASES OF INDIA AND PAKISTAN) HAVE 
BEEN CHAIRED BY A CREDITOR COUNTRY, I.E., THE LONDON CLUB 
OR THE PARIS CLUB. WE BELIEVE THE PROCEDURE OF HAVING A 
CREDITOR COUNTRY CHAIR DEBT RENEGOTIATIONS IS AN IMPORTANT 
ONE. A CONSORTIUM RESCHEDULING BLURS THE DISTINCTION 
BETWEEN CREDITOR POLICIES COVERING ECONOMIC ASSISTANCE AND 
THOSE COVERING DEBT RELIEE. THE TURKISH SITUATION IS 
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CLEARLY ONE WHERE A RESCHEDULING APPEARS JUSTIFIED AND 
SHOULD BE ADDRESSED WITH THAT THOUGHT IN MIND. 

3. THE USG PREEERENCE IS EOR A CREDITOR CLUB EOR TURKEY. 

WE RECOGNIZE, HOWEVER, THE POLITICAL DIEEICULTIES POSED BY 
TURKEY'S INSISTENCE ON THE OECD VENUE. IN THIS CONTEXT, 

WE ARE LOOKING AT AN ALTERNATIVE WAY OE APPROACH NG THIS 
ISSUE SO AS TO APPEAR RESPONSIVE TO THE GOT'S VIEWS. ONE 
IDEA THAT OCCURS TO US, AS IT HAS TO SOME OTHER CREDITORS, 
WOULD BE TO HAVE THE NEGOTIATIONS TAKE PLACE IN AN AD HOC 
SUB-GROUP OP THE OECD CONSORTIUM USING THE CRITERIA AND 
PROCEDURES OP THE TRADITIONAL CREDITOR CLUB. SPECIPICALLY, 

A REPRESENTATIVE OP A CREDITOR COUNTRY (RATHER THAN THE 
OECD CONSORTIUM SECRETARIAT) WOULD CHAIR THE MEETING, AND 
THE MEETING WOULD PUNCTION AS IT WOULD IN A REGULAR 

CRED TOR CLUB EXERCISE. TO UNDERSCORE THE SEPARATE CHARAC- 
TER OP THE SUB-GROUP WE SUGGEST IT MIGHT MEET AT A TIME 
WHEN THE PULL CONSORTIUM IS NOT SCHEDULED. WE ALSO BELIEVE 
IT IS IMPORTANT THROUGHOUT THE DEBT RENEGOTIATION 
PROCESS TO CONTINUE EMPHASIZING THE SEPARATE CHARACTER OP 
THE SUB-GROUP AS DISTINCT FROM THE FULL CONSORTIUM. 

4. GIVEN TURKEY'S EMPHASIS ON AN OECD CONSORTIUM ROLE, THE 
SECRETARIAT COULD FUNCTION AS TURKEY'S OFFICIAL ADVISOR 
THROUGHOUT THE RENEGOTIATION PROCESS. THE CONSORTIUM 
SECRETARIAT WOULD, INTER ALIA, ADVISE ON THE MERITS OF 
ALTERNATIVE RESCHEDULING PROPOSALS, RECOMMEND MEASURES TO 

MANAGE MORE EFFECTIVELY EXISTING DEBT, AND GUIDE TURKEY 
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THROUGH THE PROCEDURES NECESSARY FOR CONCLUDING BILATERAL 
IMPLEMENTING AGREEMENTS AND AGREEMENTS WITH PRIVATE 
CREDITORS. 

5. THE USG IS FLEXIBLE AS TO WHICH CREDITOR COUNTRY 
REPRESENTETIVE SHOULD CHAIR THE TYPE OF MEETING WE ENVISION. 
WE APPRECIATE THAT THE PARIS LOCALE AND THE PARIS CLUB 
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PRECEDENT PRESENT STRONG ARGUMENTS FOR FRENCH CHAIRMANSHIP. 
AT THE SAME TIME, WE COULD SUPPORT E ERENCH CHAIRMAN OR 
WHATEVER CREDITOR COUNTRY CHAIRMAN RECEIVES EC COUNTRY 
SUPPORT. 

6. THE USG BELIEVES IT WOULD BE USEEUL FOR MEDOR CREDITOR 
COUNTRIES TO MEET INFORMALLY ON APRIL 27, ONE DAY PRIOR TO 
SCHEDULED APRIL 28 CONSORTIUM MEETING IN ORDER TO COORDINATE 
STRATEGY FOR THE MEETING. 

7. EOR ANKARA: ONCE WE REACH EGREEMENT WITH OTHER CREDI- 
TORS ON PROCEDURES WE EXPECT TO FOLLOW, WE WILL PROVIDE 
EMBASSY WITH TALKING POINTS EOR DISCUSSIONS WITH THE GOT. 
CHRISTOPHER UNQTE CHRISTOPHER 
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